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SUBJECT: MAY 13 ARTICLE 113 COMMITTEE-DISCUSSION OF MTN ITALIAN 
PRIOR DEPOSIT SCHEME, OTHER TRADE ISSUES 

REF: A) EC BRUSSELS 4863, B) THE HAGUE 2728, C) GENEVA 3516 

1 . EC PERM DEL AND COMMISSION OFFICIALS TELL US THAT THE 
MAY 13 DEPUTIES-LEVEL ARTICLE 113 COMMITTEE MEETING DISCUSSED 
A RANGE OF TRADE ISSUES. NO PROGRESS WAS MADE ON THE EC MTN 
TARIFF PROPOSAL BECAUSE THE FRENCH CONTINUED TO RESIST TAKING 
A FINAL POSITION. ALL OTHER MEMBER STATES, EXCEPT DENMARK, 

SAID THEY WERE WILLING TO ACCEPT X EQUALS Y WITH FOUR ITERATIONS 
AS A COMPROMISE. THE DANES SAID THEY WOULD NOT CHANGE THEIR 
ORIGINAL PROPOSAL OF FIVE ITERATIONS UNTIL THE FRENCH PUT 
FORWARD THEIR POSITION. THE HIGH-LEVEL ARTICLE 1 13 COMMITTEE 
WILL TAKE UP THIS ISSUE ON MAY 21, BUT THE COMMITTEE 
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IS NOT EXPECTED TO REACH AGREEMENT. COMMISSION OFFICIALS 
SAY THE FRENCH ARE DELAYING AGREEMENT FOR TACTICAL REASONS. 
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2. THE COMMITTEE AGREED THAT THE COMMISSION SHOULD 
INFORM THE GATT IN WRITING OF ITS DECISION TO 
AUTHORIZE A TEMPORARY ITALIAN PRIOR DEPOSIT SYSTEM. 

(SEE REF C.) THE ITALIANS MAINTAINED THAT THIS MEASURE 
ONLY AFFECTED FINANCIAL TRANSACTIONS, NOT TRADE, AND 
CONSEQUENTLY THIS WAS NOT A MATTER FOR GATT. THE GOI, 
HOWEVER, AGREED TO INFORMING THE GATT AS A MATTER OF 
COURTESY. 

3. A SPECIAL WORKING GROUP IS CONSIDERING A PAPER WHICH 
IS DESIGNED TO REFUTE THE US STEEL COMPLAINT BEFORE THE 
CUSTOMS COURT ON THE VAT ON STEEL IN ORDER TO PROVIDE 

US AUTHORITIES ARGUMENTS WHICH THEY COULD DRAW UPON IN 
DEFENDING THE CASE. THE COMMITTEE IS EXPECTED TO AGREE 
TO THE PAPER AT THE MAY 21 MEETING. 

4. THE COMMITTEE ALSO RECEIVED A REPORT ON NEW ZEALAND'S 
IMPORT DEPOSIT SCHEME, WHICH ALLEGEDLY DISCRIMINATES AGAINST 
EC TRADE. THE COMMISSION HAS HELD BILATERAL DISCUSSIONS 
WITH NEW ZEALAND AND PLANS TO RAISE THIS MATTER AT GATT. 

THE COMMITTEE ALSO DISCUSSED TWO EC TRADE COMPLAINTS 
WITH JAPAN. THE COMMISSION PLANS TO MAKE A DEMARCHE IN 
TOKYO REGARDING RESTRICTIONS ON ITALIAN RAW SILK EXPORTS 
TO JAPAN AND IS CONSIDERING RAISING THIS ISSUE AT THE 
JUNE GATT COUNCIL MEETING. THE GOJ HAS ALSO RESTRICTED 
IMPORTS OF DANISH CANNED HAMS INTO OKINAWA. THE EC 
HOPES TO SOLVE THIS PROBLEM THROUGH BILATERAL 
DISCUSSIONS. THE FRG COMPLAINED THAT SOUTH AFRICA 
HAD RECENTLY INCREASED ITS TARIFFS BY ABOUT 50 PERCENT 
ON 1 14 ITEMS. SINCE THERE WERE NO GATT BINDINGS ON 
THESE TARIFFS, THE COMMISSION DID NOT BELIEVE MUCH 
COULD BE DONE ABOUT THESE INCREASES, BUT IT AGREED TO 
RAISE THE MATTER WITH SOUTH AFRICANS. HINTON 
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